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_ INDEX DIGEST OF VOLUME 68 


The following table shows the page at which each monthly issue of THE 
BANKING LAW JOURNAL during the year 1951 begins and ends. 


September .....,........497 = 556 
October 
November ...............625 684 
December ...............685 = 742 


The following index and digest contain the legal cases which have appeared in 
THE BANKING LAW JOURNAL during 1951. The entire arrangement, including the 
number of sections, follows the plan of the fifth edition of the BANKING LAW 
JOURNAL DIGEST. The DIGEST, with cumulative Supplement to Fifth Edition, 
contains the digest of more than 10,000 banking decisions which have been published 
in THE BANKING LAW JOURNAL from the time of its establishment in 1889 down 


to December, 1951. 


ACCOMMODATION PAPER 


§48. Rights of co-indorsers. 

Where two officers of a corporation and 
the mother of one of the officers signed 
the note of the corporation as co-makers, 
the mother of one of the officers was not 
entitled to recover full exoneration from 
one of the officers on the theory that he, 
as an officer in and having an interest 
in the corporation, was necessarily not 
an accommodation party. Cooper v. 
Greenberg, Va., 61 S. E. Rep. (2d) 875. 
68 B. L. J. 283. 


§49. Note for accommodation of minor. 


Where note executed by minor was 
avoided by her, persons signing as ac- 
commodation endorsers were also dis- 
charged. Mutual Bank & Trust Co. v. 
Stout, Mo., 231 S. W. Rep. (2d) 274. 68 
B. L. J. 48. 


ANTITRUST LAWS 
§92.5. 


Banking as subject to laws. 

For an article surveying the problem 
and cases on antitrust laws as they may 
affect banking see 68 B. L. J. 685. 


ASSIGNMENTS 


§94.5. Assignments of accounts receiv- 
able. 

The bankrupt had entered into a three 

year agreement by which it assigned its 


§95.5. 


accounts receivable to a Texas bank as 
security for a continued line of credit 
extended by the banker. Notice of the 
agreement was noted on the books of the 
bankrupt, publicly recorded, and the 
bankrupt was required to account for all 
receivables collected by him. The Fed- 
eral Court of Appeals upheld the lien of 
the bank ruling that the bank was not 
required to file a new notice of lien every 
time it changed the form of its loan. 
The public notice of the existence of an 
arrangement for assigning the receivables 
was sufficient. Second National Bank of 
Houston v. Phillips, 189 Fed. Rep. (2d) 
115. 68 B. L. J. 607. 


A banker took an assignment of all 
borrower’s present and future receivables. 
The bank apparently found it imprac- 
ticable to give actual notice to each 
account debtor as sales were made by the 
borrower and no such notice was given. 
In borrower’s bankruptcy banker con- 
tended that its lien on the future accounts 
was valid on the theory that the original 
factoring agreement assigning future ac- 
counts met the statutory requirement of 
“a further or formal assignment of the 
account.” The court held against the 
banker and denied the lien on the ground 
that the New Hampshire statute required 
@ subsequent assignment of each receiv- 
able as it was accrued on the borrower’s 
book. Manchester National Bank v. 
Roche, 186 Fed. Rep. (2d) 827. 68 B. L. J. 
257. 


Assignment of claims against U. S. 


A Government contractor finances a 
U. S. war contract on an assignment of 
his accounts receivable to banker. If the 
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contractor presents to the Government 
fraudulent claim as to the amounts due 
under the contract the contractor forfeits 
the entire claim, 28 U. S. Code § 2514. 
The Federal Court of Claims decided, 
however, that the bank is secured to the 
extent of the amounts actually due the 
contractor. Arlington Trust Co. v. The 
United States, U. S. Court of Claims, 
November 6, 1951. 68 B. L. J. 704. 


For an article reviewing law and ex- 
plaining 1950 federal government contract 
financing statute, see 68 B. L. J. 437. 


ATTACHMENT, GARNISHMENT AND 
EXECUTION 


§104. Property subject to garnishment. 

A seller in Texas drew a sight bill of 
exchange on a buyer in Pennsylvania 
payable to a Texas bank. The Texas 
bank credited the seller’s account and 
forwarded the bill to a (Pennsylvania 
bank for presentment to the drawee- 
buyer. The buyer claimed the shipment 
for which the bill was drawn was in 
breach of contract, honored the bill, but 
immediately sued the seller and garnished 
the proceeds paid to the Pennsylvania 
bank. The buyer claimed these funds 
were the property of the seller and not 
the property of the Texas bank. The 
court held that, notwithstanding a de- 
posit contract, the Texas bank was the 
owner of the paper and therefore the 
fund in the hands of the Pennsylvania 
bank could not be garnished in the buy- 
er’s suit against the seller. Falk & Co. 
v. South Texas 'Cotton Oil Co., Pa., 82 
AtL Rep. (2d) 27. 68 B. L. J. 575. 


Where a bank held funds in escrow 
and payment of fund to debtor was con- 
tingent upon consent of third person, 
creditor could not garnish fund held by 
bank in suit against debtor. Dawson v. 
Bank of America National Trust & Sav- 
ings Assn., Calif., 223 Pac. Rep. (2d) 280. 
68 B. L. J. 221. 


§105.— Funds deposited in bank. 

A husband and wife maintained a joint 
bank account with banker. The husband 
was indebted to his landlord for rent, 
and the latter attempted to garnish the 
joint account in satisfaction of the debt. 
The Supreme Court of Minnesota stated 
that, since under the deposit contract 
the husband was entitled to withdraw 
the entire account, the landlord could 
have reached the entire joint account if 
necessary to satisfy the full amount of 


his debt. Park Enterprises v. Trach, 
Minn., 47 N. W. Rep. (2d) 194. 68 B. L. J. 
383. 


Where under savings deposit contract, 
the depositor had no right to withdraw 
without presenting the book or posting a 
bond to indemnify the bank from  pos- 
sible loss, the federal government could 
acquire no greater right than the de- 
positor, and was not entitled to attach 
the account. United States v. Manufac- 
turer’s Trust Co., U. S. District Court, 
N. Y., April 13, 1951. 68 B. L. J. 462. 


Funds of judgment debtor in hands of 
bank were not subject to garnishment 
where bank as payee of note executed by 
judgment debtor accelerated maturity of 
note pursuant to provision in the note 
and applied against it the funds of the 
judgment debtor. Machleder v. Dembo, 
100 N. Y. Supp. (2d) 972. 68 B. L. J. 179. 


BANKRUPTCY 


§142. ‘Preferences within four months of 
bankruptcy. 


The bankrupt had entered into a three 
year agreement by which it assigned its 
accounts receivable to a Texas bank 
as security for a continued line of 
credit extended by the banker. Notice 
of the agreement was noted on the books 
of the bankrupt, publicly recorded, and 
the bankrupt was required to account for 
all receivables collected by him. The 
Federal Court of Appeals upheld the lien 
of the bank ruling that the bank was 
not required to file a new notice of lien 
every time it changed the form of its 
loan. The public notice of the existence 
of an arrangement for assigning the re- 
ceivables was sufficient. Second National 
Bank of Houston v. Phillips, 189 Fed. 
Rep. (2d) 115. 68 B. L. J. 607. 


§154.5. Negotiable instruments generally. 


For an article dealing generally with 
the law of negotiable instruments as af- 
fected by bankruptcy see 68 B. L. J. 513. 


BONDS 


§214.1. Validity of pledge of U. S. Sav- 
ings Bonds to bank 

A husband and his wife were joint 

owners of U. S. Savings Bonds. The hus- 

band endorsed: the bonds and deposited 

them with a Pennsylvania bank as col- 
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lateral for loans made to the husband. 
According to the statement of the court 
the wife agreed to have the husband 
pledge the bonds as security for his loans. 
The husband was later declared bank- 
rupt and the trustee in bankruptcy 
brought suit against the bank claiming 
that the bonds had been invalidly pledged 
and were part of the insolvent husband’s 
estate. The court held (nothwithstand- 
ing treasury regulations that either co- 
owner may cash the bonds and terminate 
the interest of the other co-owner) that 
under Pennsylvania law the bonds were 
held by the husband and wife as tenants 
by the entirety and that therefore the 
trustee in bankruptcy was not entitled 
to them. iIn re Smulyan, Pennsylvania, 
98 Fed. Supp. 618. 68 B. L. J. 653. 


BRANCH BANKING 


§215. Bank as separate entity. 


Warrant of attachment served on 
branch bank does not reach assets held 
for, or accounts maintained by the de- 
fendant in other branches or in the home 
office of the bank. Cronan v. Schilling, 
100 N. Y. Supp. (2d) 474. 68 B. L. J. 112. 


A North Carolina venue statute pro- 
vides “in all other cases the action must 
be tried in the county in which the plain- 
tiffs or the defendants, or any of them 
reside at its commencement...” Held 
that the maintenance of a branch office 
in Wayne County did not make the plain- 
tiff banking corporation a resident of that 
county for the purpose of suing and being 
sued. Branch Banking & Trust Co. v. 
Finch, N. C., 61 S. E. Rep. (2d) 377. 
68 B. L. J. 103. 


CERTIFICATES OF DEPOSIT 


§240. Interest. 


Construing “No interest paid after 
due,” interest held to run on certificate 
of deposit until certificate was presented 
for payment. Kyselka v. First National 
Bank, Okla., 230 Pac. Rep. (2d) 911. 68 
B. L. J. 456. 


CLEARING HOUSES 


§293. Clearing house rules. 
For an article collecting cases on the 


effect of clearing house rules on non- 
members see 68 B. L. J. 395., 


§293.5. Validity and time of presentment 
through the clearing house. 


For an article dealing with validity and 
time of presentment of commercial paper 
through a clearing house see 68 B. L. J. 
557. 


COLLECTIONS: 


§304.— Collection through clearing house. 


Where soldier fraudulently applied for 
dependency allotment payable to his mis- 
tress, and mistress negotiated the checks 
received from the government, endorsee 
bank was not liable to the government 
since the endorsements by the mistress 
were not forgeries. United States v. 
First National Bank & Trust Co. N. C., 
92 Fed. Supp. 356. 68 B. L. J. 105. 


§329. Title of collecting bank. 

Bank held holder in due course and 
entitled to recover on check deposited 
for collection notwithstanding standard 
deposit contract. Community State Bank 
v. Durbin, Indiana, 98 N. E. Rep. (2d) 
604. 68 B. L. J. 377. 


§330. Right to revoke credit or charge 
back check. 

In upholding the right of the bank to 
make the charge back on a check drawn 
on itself the court relied on the express 
provision of the deposit contract. Citizens 
State Bank of Cortez v. Pritchett, Col- 
orado 231 Pac. Rep. (2d) 462. 68 B. L. J. 
572, 


CONSIDERATION 


§352. Want or failure of consideration. 


Negotiable instrument in thhands of or- 
iginal payee held not enforceable where 
it was given for “past consideration.” 
Florida National Bank & Trust Co. of 
Miami v. Brown, Florida, 47 So. Rep. 
(2d) 748. 68 B. L. J. 10. 


CONTRACTS 


 §364. Liability for damages. 


Where seller requested buyer to write 
bank promising to make payment directly 
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to bank for boxes sold by seller to buyer 
and buyer complied, buyer was liable to 
bank for all money paid directly to seller. 
Citizens National Bank v. Hermsdorf, 
N. H., 77 AtL Rep. (2d) 862. 68 B. L. J. 
288. 


DEEDS 


§382. \Construction. 


A buyer of sheet metal steel deposited 
with banker $16,000 in escrow. Under 
the terms of the written escrow agree- 
ment the bank was authorized “on behalf 
of the (purchaser) to pay said Bank of 
the original bills of lading from the rail- 
road, showing shipment of all of the steel 
above described. ...” The banker mis- 
takenly paid over the escrow deposit 
upon the presentation of forged bills of 
lading. The buyer brought an action 
against the bank for damages. The court 
interpreted the language of the agree- 
ment to refer to original and genuine 
bills of lading and held the banker liable 
to the buyer notwithstanding the fact 
that it had exercised due care to ascer- 
tain whether the bills of lading were 
genuine. Marvel Industries, Inc. v. Boat- 
men’s National Bank, Mo., 239 S. W. 
Rep. (2d) 346. 68 B. L. J. 504. 


DEPOSITS 


§398. Effect of crediting deposits. 


Where wife opened checking account in 
name of her husband by depositing her 
personal check on her account in branch 
of depository bank, depository bank could 
reverse credit to husband’s account where 
wife’s account contained insufficient funds 
to cover check deposited by her. Hansen 
v. Bank of America National Trust & 
Savings Assn., Calif., 225 Pac. Rep. (2d) 
665. 68 B. L. J. 238. 


§410. Public deposits. 


A Tennessee county court had ap- 
pointed a finance committee with full 
power to contract with any bank for the 
deposit of county funds. The finance 
committee entered such a contract with 
the Claiborne County Bank. On refusal 


to the County officers to perform this — 


contract the bank brought suit. The 
Supreme Court of Tennessee held that 
the County officers would be compelled 
to deposit the funds according to the 
agreement by the bank and the finance 
committee. State ex rel. Claiborne 


County Bank et al v. Runions, Tennes- 
see, 241 S. W. Rep. (2d) 918. 68 B. L. J. 
661. 


§410.1. Night deposits. 

A contract between a night depositor 
and a bank providing that night deposits 
shall be at the sole risk of the depositor 
is not void as against public policy. 
Kolt et al. v. Cleveland Trust Co., Ohio, 
99 N. E. Rep. (2d) 902. 68 B. L. J. 603. 


§435.5 —New Hampshire. 

New Hampshire establishes rule that 
on death of bank depositor his joint payee 
is not entitled to funds where the latter 
never executed a signature card. The 
decision is unquestionably broad enough 
to repudiate in New Hampshire the so- 
called doctrine of “savings bank trusts” 
which has been followed in many states. 
Nashua Trust Co. v. Hebhene Mosgovian, 
N. H., 79 Atl. Rep. (2d) 686. 68 B. L. J. 
330. 


§457. — Minnesota. 

A husband and wife maintained a joint 
bank account with banker. The husband 
was indebted to his landlord for rent, 
and the latter attempted to garnish the 
joint account in satisfaction of the debt. 
The Supreme ‘Court of Minnesota stated 
that, since under the deposit contract 
the husband was entitled to withdraw 
the entire account, the landlord could 
have reached the entire joint account if 
necessary to satisfy the full amount of 
his debt. Park Enterprises v. Trach, 
Minn., 47 N. W. Rep. (2d) 194. 68 B. L. J. 
383. 


§462. Deposits in trust. 
A 1951 summary of the law and col- 


lection of cases in all states on savings 
bank trusts see 68 B. L. J. 34. 


§465. Unclaimed deposits. 


Incorporation within New Jersey of 
corporation holding abandoned deposits 
outside that state sufficient to give New 
Jersey jurisdiction to seize deposits. 
Standard Oil Company v. State of New 
Jersey, 71 Sup. Ct. Rep. 822. 68 B. L. J. 
445. 


ESCROW DEPOSITS 


§477.5 Liability for wrongful release. 


A buyer of sheet metal steel deposited 
with banker $16,000 in escrow. Under the 
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terms of the written escrow agreement 
the bank was authorized “on behalf of the 
(purchaser) to pay said Bank of the 
original bills of lading from the railroad, 
showing shipment of all of the steel above 
described. ...” The banker mistakenly 
paid over the escrow deposit upon the 
presentation of forged bills of lading. The 
buyer brought an action against the bank 
for damages. The court interpreted the 
language of the agreement to refer to 
original and genuine bills of lading and 
held the banker liable to the buyer not- 
withstanding the fact that it had exer- 
cised due care to ascertain whether the 
bills of lading were genuine. Marvel In- 
dustries, Inc. v. Boatmen’s National Bank, 
Mo., 239 S. W. Rep. (2d) 346. 68 B. L. J. 
504, 


FEDERAL DEPOSIT INSURANCE 
CORPORATION 


§536.5 Assessments. 


(a) Banking corporation created as a 
result of reorganization of old bank and 
assuming the latter’s liabilities and pur- 
chasing its assets was not a new bank 
within terms of the FDIC Act for pur- 
poses of assessments thereunder. (b) 
Dealer reserves held by banks as security 
for dealer’s time paper were special de- 
posits in usual course of business and 
must be included in bank’s deposit bal- 
ances for purposes of assessment under 
the FDIC Act. Industrial Bank of St. 
Louis v. Federal Deposit Insurance Corp., 
Missouri, 93 Fed. Supp. 916. 68 B. L. J. 
149. 


§538.5 F.D.I.C. as receiver of closed bank. 


The right of a bank to sue one of its 
officers for wrongfully honoring checks 
drawn against insufficient funds may be 
assigned to the Federal Deposit Insurance 
Corporation as purchaser of the unac- 
ceptable assets of the insured bank. Fed- 
eral Deposit Insurance Corp. v. Reckten- 
wall, Indiana, 97 Fed. Supp. 273. 68 
B. L. J. 664. 


FEDERAL SAVINGS AND LOAN 
ASSOCIATIONS 
§543.5 In general. 
‘Competition of a federal savings and 
loan association with plaintiff bank did 
not give bank standing to challenge the 


validity under federal law of the existence . 


and charter of the loan association. North 
Arlington National Bank v. Kearny Fed- 
eral Savings & Loan Association, N. J., 
92 Fed. Supp. 481. 68 B. L. J. 47. 
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FIELD WAREHOUSING 


§543.6 Validity. 

An Arizona statute provides that any 
lien attempted to be created on stock in 
trade is invalid if the borrower retains 
possession and control of the inventory. 
Under this statute it was claimed that a 
banker holding warehouse receipts as se- 
curity for loans made under a field ware- 
housing plan could not prevail against 
the general creditors of the borrower. The 
court held that the field warehousing 
plan was valid and the banker’s security 
was upheld. Barry v. Lawrence Ware- 
house Co., U. S. Court of Appeals, 190 
Fed (2d) 433. 68 B. L. J. 667. 


FOREIGN EXCHANGE 


§546. Liability in foreign exchange trans- 
actions. 

Where bank sold franc notes to buyer, 
which notes were legal tender at the time 
of sale, but French ordinance later in- 
validated currency unlawfully exported, 
and buyer could not establish validity of 
notes, bank was not liable to buyer for 
breach of warranty under the Sales Act. 
Brinton v. Land Title Bank & Trust Co., 
Pa., 77 Atl. Rep. (2d) 756. 68 B. L. J. 338. 


FORGED PAPER 


§550. Liability of bank to depositor where 
bank pays check bearing forged 
signature. 

A Kansas Statute provides: “No bank 
shall be liable to a depositor for the pay- 
ment by it of any altered, forged or raised 
check, or a check with an unauthorized 
signature, unless the depositor shall no- 
tify such bank within six months after 
the return to the depositor of the voucher 
or cancelled check that the check so paid 
was altered, forged, raised or unauthor- 
ized.” Kan. Gen. Stat. 9-1209 (1949). The 
statute was applied to bar recovery by 
a depositor of checks forged and cashed 
by his bookkeeper. Herbel v. Peoples 
State Bank, Kansas, 228 Pac. Rep. (2d) 
929. 68 B. L. J. 352. 


A depositor brought suit against his 
bank to recover amounts paid out by the 
bank and charged to the depositor’s ac- 
count on admittedly forged checks. The 
lower court ruled that the depositor could 
not recover since he had failed to give 
the bank prompt notice of the forgeries 
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when they came to his attention. In re- 
versing this decision the Supreme Court 
of Pennsylvania ruled that “timely” 
rather than “prompt” more correctly de- 
fines the character of the notice which a 
depositor is required to give his bank of 
a forged check charged to his account. 
The Court further held that even if the 
depositor failed to give the bank “timely” 
notice or gave no notice at all, the bank 
would be absolutely liable to the deposi- 
tor unless it sustained the burden of es- 
tablishing its freedom from negligence in 
honoring the forged instrument. Johnson 
v. First National Bank, Pa., 81 Atl. Rep. 
(2d) 95. 68 B. L. J. 525. 


§551. —Bank held not liable. 


Where automobile dealer gave check to 
impostor as purchase price for a stolen 
car, dealer could not recover from drawee 
bank which honored check and debited 
dealer’s account. Santa Maria v. Indus- 
trial City Bank & Banking Co., Mass., 95 
N. E. Rep. (2d) 176. 68 B. L. J. 99. 


§568. —No recovery where bank negligent. 

A depositor brought suit against his 
bank to recover amounts paid out by the 
bank and charged to the depositor’s ac- 
count on admittedly forged checks. The 
lower court ruled that the depositor could 
not recover since he had failed to give the 
bank prompt notice of the forgeries when 
they came to his attention. In reversing 
this decision the Supreme Court of Penn- 
sylvania ruled that “timely” rather than 
“prompt” more correctly defines the char- 
acter of the notice which a depositor is 
required to give his bank of a forged 
check charged to his account. The Court 
further held that even if the depositor 
failed to give the bank “timely” notice or 
gave no notice at all, the bank would be 
absolutely liable to the depositor unless 
it sustained the burden of establishing its 
freedom from negligence in honoring the 
forged instrument. Johnson v. First Na- 
tional Bank, Pa., 81 Atl. Rep. (2d) 95. 
68 B. L. J. 525. 


§572. Depositor’s duty to examine re- 
turned vouchers and report ir- 
regularities to bank. 


A Kansas statute provides: “No bank 
shall be liable to a depositor for the pay- 
ment by it of any altered, forged or 
raised check, or a check with an unau- 
thorized signature, unless the depositor 
shall notify such bank within six months 
after the return to the depositor of the 
voucher or cancelled check that the check 
so paid was altered, forged, raised or un- 
authorized.” Kan. Gen. Stat. 9-1209 (1949). 
The statute was applied to bar recovery 


by a depositor of checks forged and cashed 
by his bookkeeper. Herbel v. Peoples 
State Bank, Kansas, 228 Pac. Rep. (2d) 
929. 68 B. L. J. 352. 


A depositor brought suit against his 
bank to recover amounts paid out by the 
bank and charged to the depositor’s ac- 
count on admittedly forged checks. The 


‘lower court ruled that the depositor could 


not recover since he had failed to give the 
bank prompt notice of the forgeries when 
they came to his attention. In reversing 
this decision the Supreme Court of Penn- 
sylvania ruled that “timely” rather than 
“prompt” more correctly defines the char- 
acter of the notice which a depositor is 
required to give his bank of a forged 
check charged to his account. The Court 
further held that even if the depositor 
failed to give the bank “timely” notice or 
gave no notice at all, the bank would be 
absolutely liable to the depositor unless 
it sustained the burden of establishing its 
freedom from negligence in honoring the 
forged instrument. Johnson v. First Na- 
tional Bank, Pa., 81 Atl. Rep. (2d) 95. 
68 B. L. J. 525. 


§583. —Collecting bank held not liable. 

Where drawer’s signature on a check 
is forged and the instrument clears 
through a collecting bank the latter could 
not be held liable to the drawer on any 
theory. California Mill Supply Corp. v. 
Bank of America National Trust & Sav- 
ings Assn., Calif., 223 Pac. Rep. (2d) 849. 
68 B. L. J. 142. 


§589. —Rights of drawer. 


Where automobile dealer gave check to 
impostor as purchase price for a stolen 
car, dealer could not recover from drawee 
bank which honored check and debited 
dealer’s account. Santa Maria v. Indus- 
trial City Bank & Banking Co., Mass., 95 
N. E. Rep. (2d) 176. 68 B. L. J. 99. 


FRAUD 


§598. Instrument obtained by fraud. 


Where soldier fraudulently applied for 
dependency allotment payable to his mis- 
tress, and mistress negotiated the checks 
received from the government, endorsee 
bank was not liable to the government 
since the endorsements by the mistress 
were not forgeries. United States v. First 
National Bank & Trust Co. N. C., 92 Fed. 
Supp. 356. 68 B. L. J. 105. 
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HOLDERS IN DUE COURSE 


§631. —Where holder is not charged with 
notice. 


Where dealer had franchise to sell mer- 
chandise of a corporation and took note 
from purchaser as payment for goods sold 
and then transferred note to the corpora- 
tion, relationship between dealer and cor- 
poration did not prevent latter from be- 
ing a holder in due course. Super-Cold 
Southwest Co., v. Prunty, La., 50 So. Rep. 
(2d) 665. 68 B. L. J. 349. 


Bank receiving note and F. H. A. Bor- 
rower’s ‘Completion Certificate from dealer 
stating construction work was fully com- 
pleted could enforce instrument against 
owner notwithstanding owner’s error in 
executing certificate. Gramatan National 
Bank & Trust Co. v. Moody, Mass., 94 
N. E. Rep. (2d) 771. 68 B. L. J. 174. 


§632. —Purchaser held put on notice. 


Where employee with authority to ne- 
gotiate checks for holder fraudulently ne- 
gotiated principal’s check, bank honoring 
check was liable to holder for failure to 
make inquiry as to genuineness of en- 
dorsement. Davis v. Union Supply Co., 
185 Fed. Rep. (2d) 968. 68 B. L. J. 295. 


§636. —Apparent alteration. 

A check was not complete and regular 
upon its face under NIL § 52(1) because 
of the patent alteration in its date, and 
the plaintiff, although he took it for value, 
could not be a holder in due course. 
Medeiros v. Fellsway Motors, Inc. Mass., 
96 N. E. Rep. (2d) 170. 68 B. L. J. 212. 


§639. Holder must take in good faith. 


Bad faith rendering holder not in due 
course under N.I.L. defined as more than 
“proof of circumstances calculated merely 
to arouse suspicion.” Eastern Acceptance 
Corp. v. Kavlick, N. J., 77 Atl. Rep. (2d) 
49. 68 B. L. J. 109, 


§640. Holder must take instrument be- 
fore maturity. 

Accommodation endorser taking up 
note after default held to be a holder in 
due course. Schmelzle v. Transportation 
Investment Corp., Ill. 94 N. E. Rep. (2d) 
682. 68 B. L. J. 78. 


§645. —Crediting proceeds to customer’s 
account held. to be value. 


Bank held holder in due course and en- — 


titled to recover on check deposited for 
collection notwithstanding standard de- 
posit contract. Community State Bank 
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v. Durbin, Indiana, 98 N. E. Rep. (2d) 604. 
68 B. L. J. 377. : 


Where bank received check from payee 
unrestrictedly endorsed, crediting payee’s 
account and honoring checks drawn by 
payee, without knowledge of latter’s 
death, bank could enforce original check 
against drawer. Caledonia National Bank 
v. McPherson, Vt., 75 Atl. Rep. (2d) 685. 
68 B. L. J. 169. 


§656.5 Rights of holder not in due course. 


Bank taking note after maturity or un- 
der any circumstances rendering it not a 
holder in due course is subject only to 
defenses existing at the time it becomes 
a@ holder. Bank as holder, but not in due 
course, is subject to defenses of set-off 
and that it is not real party in interest 
on the instrument. Cleveland Trust Co. 
v. Beidler, Ohio, 95 N. E. Rep. (2d) 398. 
68 B. L. J. 282. 


INCOMPLETE INSTRUMENTS 


§667. Rights of bona fide holder where 
blank space filled in. 

Maker gave payee an incomplete note 
under arrangement that note was not to 
be filled out until certain work was done. 
In violation of the agreement the payee 
filled out the instrument and transferred 
it to a holder in due course. In a suit 
against the maker the court held that 
under § 33 of the N. I. L. the holder was 
entitled to enforce the instrument accord- 
ing to its terms. Rutherford National 
Bank v. Nichols, 102 N. Y. Supp. (2d) 
658. 68 B. L. J. 420. 


Promissory note containing blanks 
when executed, as known to the bank, but 
later filled in by payee prior to time au- 
thorized by maker held “complete and 
regular on its face” and enforceable by 
bank. First National Bank v. Di Taranto, 
New Jersey, 75 Atl. Rep. (2d) 907. 68 
B. L. J. 165. 


INDORSEMENTS 


§679. Place of indorsement. 


Tully sold a beer cooler to the Halls 
taking a promissory note for the credit 
portion of the purchase price. Tully then 
transferred the note to a finance com- 
pany which required Tully to “endorse” 
the instrument on its face above the sig- 
natures of the Halls. Claiming that the 
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eooler was defective, the Halls refused 
payment and contended that the finance 
company was not a holder in due course 
since the signature of Tully on the face 
of the note rendered the finance company 
the first bearer and payee of the note. 
White System of New Orleans, Inc. v. 
Hall et al, Louisiana, 53 So. Rep. (2d) 
227. 68 B. L. J. 657. 


§703. Warranties of qualified indorsers 
or those who transfer without 
indorsement. 

Endorser without recourse held liable 
to holder where maker of note was in- 
competent. Gramatan National Bank & 
Trust Co. v. Lavine, 99 N. Y. Supp. (2d) 
868. 68 B. L. J. 45. 


An endorsement “without recourse” is 
not restrictive under section 36 of the 
Uniform Negotiable Instruments Act but 
is a qualified endorsement which, under 
section 38, does not impair the negotiable 
character of the instrument. Eastern 
Acceptance Corp. v. Kavlick, N. J., 77 
Atl. Rep. (2d) 49. 68 B. L. J. 109. 


INSANE PERSONS 


§710. Negotiable paper of insane person. 

Note executed by insane person held 
not enforceable in hands of holder in due 
eourse. Hillsdale National Bank v. San- 
gone, N. J., 78 Atl Rep. (2d) 441. 68 
B. L. J. 206. 


INSURANCE 


§739.5 Loan insurance. 


Bank entitled to retain entire loan in- 
surance proceeds on death of customer 
who had discounted note. Alperstein v. 
National City Bank, 103 N. Y. Supp. (2d) 
930. 68 B. L. J. 387. 


JOINT NOTES 


§761. Joint notes. 


Note payable to “James Lynch and 
Luella Lynch,” husband and wife, was 
held to be a note owned by the entirety, 
and maker was protected where he made 
payments to husband who had possession 
of the note. McElroy v. Lynch, Mo., 232 
S. W. Rep. (2d) 507. 68 B. L. J. 154. 


LIEN AND SET-OFF 


§785. Deposit of money belonging to an- 
other. 


Builder was constructing a -home for 
owner. In order to finance the project 
builder and owner went to see banker 
who made a loan to owner for $15,000 
Instead of depositing the funds in his 
own account and checking. them as the 
construction of his home progressed, 
owner endorsed banker’s check to builder 
who deposited it in his general checking 
account. Three days later banker set-off 
against that account a debt due from 
builder. Owner sued banker for the 
amount of the loan. Holding for owner, 
the court held that, although owner knew 
that builder was going to deposit the 
check in the latter’s account, the set-off 
was unlawful since a special deposit had 
been created by virtue of the fact that 
banker’s president knew the purpose of 
the loan and the source of the deposit 
made by builder. Sherberg v. First Na- 
tional Bank, Colo., 222 Pac. Rep. (2d) 782. 
68 B. L. J. 2. 


§790. Paper held by the bank for col- 
lection. 


Where banker held customer’s paper 
deposited for collection, customer’s bank- 
ruptcy did not affect banker’s right of 
lien in the paper as security for general 
debts owned by customer. In so holding 
the court rejected the contention of the 
trustee in bankruptcy that under section 
3054 of the California Code a lien could 
arise only from an express agreement or 
from advances made by banker in reli- 
ance on the paper deposited for collection. 
Goggin v. Bank of America National 
Trust & Savings Association, 183 Fed. 
Rep. (2d) 322. 68 B. L. J. 63. 


§796. Demand or matured note of de- 
positor. 


A bank, when served with garnishee 
process, may set-off demand notes against 
the deposit account of the maker of the 
note and the defendant in the action. 
Marrison v. Hogue, Ohio, 95 N. E. Rep. 
(2d) 15. 68 B. L. J. 865. 


§801. Set-off against unmatured debt by 
agreement. 

Funds of judgment debtor in hands of 
bank were not subject to garnishment 
where bank as payee of note executed by 
judgment debtor accelerated maturity of 
note pursuant to provision in the note 
and applied against it the funds of the 
judgment debtor. Machleder v. Dembo, 
100 N. Y. Supp. (2d) 972. 68 B. L. J. 179. 
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§811.5:. Damages for wrongful set-off. 

Where bank wrongfully applied deposit 
balance to an indebtedness owed bank, 
true owner of deposit not indebted to 
bank could recover from bank damages 
sustained from defending actions on 
checks dishonored by bank. Security 
State Bank of Comanche v. W. R. John- 
ston & Co., Okla., 228 Pac. Rep. (2d) 169. 
68 B. L. J. 276. 


LOAN AND DISCOUNT 


§622. Liabilities of parties. 

Bank entitled to retain entire loan in- 
surance proceeds on death of customer 
who had discounted note. Alperstein v. 
National City Bank, 103 N. Y. Supp. (2d) 
930. 68 B. L. J. 387. 


LOST OR STOLEN INSTRUMENTS 


§828. Right to bond found on premises of 
safe deposit company. 

A room in which bank sold bonds and 
solicited new accounts was held to be 
“public premises” within statute requir- 
ing property found to be surrendered to 
police department. Manufacturers Safe 
Deposit Co. v. Cohen, 101 N. Y. Supp. 
(2d) 820. 68 B. L. J. 336. 


MONEY ORDERS 


§858. Negotiability of money orders. 

U. S. bank permitted to retain proceeds 
of postal money orders where endorse- 
ment of payee forged in continental Eu- 
rope. United States v. Arnhold and S. 
Bleichroeder, N. Y., 96 Fed. Supp. 240. 
68 B. L. J. 323. 


MORTGAGES 


§869. Time of filing. 

Under California statute providing that 
an instrument “is deemed to be recorded 
when .. . deposited in the recorder’s of- 
fice with the proper officer for record” 
mere deposit of instrument does not con- 
stitute recording where recording fees 
were not received until 10 days later. In 
re Kessler, Calif., 90 Fed. Supp. 1012. 68 
B. J. 59. 


§874. Validity of chattel mortgage. 

Where banks statutory affidavit of 
amount lent on mortgage loan of $8106 
stated that total amount advanced was 
$9000 mortgage was void as against credi- 
tors of mortgagor. Sickinger v. Zimel, 
N. J., 77 Atl Rep. (2d) 905. 68 B. L. J. 
342. 


§876. Mortgage of stock of merchandise. 


The City National Bank of Houston, 
Texas, loaned a customer $15,500 secured 
by a chattel mortgage on certain electri- 
cal equipment. The chattel mortgage 
was properly recorded and the equipment 
subject to the Bank’s lien was always 
tagged with the name of the Bank. More- 
over, tha proceeds of all sales of equip- 
ment were always accounted for and ear- 
marked the Bank. On the customer’s 
bankruptcy the Federal Court of Appeals 
held that the chattel mortgage was in- 
valid since the electrical equipment was 
always offered for sale and therefore on 
that score alone the mortgage violated 
the Texas Bulk Sales Act. City National 
Bank v. Phillips, 190 Fed. Rep. (2d) 97. 
68 B. L. J. 726. 


On mortgagor’s bankruptcy, creditor 
bank denied secured status where provi- 
sions of chattel mortgage empowered 
mortgagor to sell secured property but 
did not require application to the debt of 
any part of proceeds from sales of mort- 
gaged property. Paul v. B. M. Behrends 
Bank, Alaska, 94 Fed. Supp. 249. 68 
B. lL. J. 226. 


Mortgage to secure future ad- 
vances. 


Debtor delivered certain bills of sale on 
motor vehicles to banker as security for 
loans and all other indebtedness due bank 
or thereafter incurred by the debtor. 
Debtor sold the automobiles to the plain- 
tiff, subject to amount then due on bank’s 
notes and bank, with knowledge of plain- 
tiff’s purchase, took an assignment of 
debt due third party by debtor. Held that 
bank was entitled to hold the security un- 
til both accounts were paid. Rose City 
Foods, Inc. v. Bank of Thomas County, 
Ga., 62 S. E. Rep. (2d) 145. 68 B. L. J. 
227. 


In 1947 a Georgia banker made a $2,000 
loan to Gatzke secured by a bill of sale of 
an automobile and furniture. This bill of 


§880. 


sale to secure the loan was recorded as 


required by law. In 1948 the Federal Gov- 
ernment filed a notice of a tax lien against 
Gatzke im the office of the Clerk of the 
Superior Court. In 1949 without actual 
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notice of the tax lien the banker ad- 
vanced $700 more to Gatzke, the original 
debt having been reduced to $60. In a 
dispute between the bank and the United 
States as to priority of liens, the court 
held that the bank prevailed as to its lien 
for $760 over the Government since the 
original bill of sale secured future loans 
by the bank and such a provision was 
effective under Georgia law as to later 
attaching creditors. Peoples Bank v. 
United States, Georgia, 98 Fed. Supp. 874. 
68 B. L. J. 662. 


§880.1 Mortgage of vessel. 


A Boston bank held a preferred mort- 
gage on a fishing schooner. Subsequent 
to the execution and recording of this 
mortgage the General Foods Corporation 
made substantial repairs om the schooner, 
furnished supplies to it and therefore 
claimed a lien superior to the bank as to 
the excess value which it added to the 
vessel. General Foods contended that the 
bank would be unjustly enriched were it 
permitted to satisfy its mortgage debt 
with the value thus added by General 
Foods. The court held that, since the 
bank’s mortgage was preferred and in 
proper form under the Ship Mortgage 
Act of 1920, it was entitled to a lien as to 
the entire value of the vessel superior to 
that of General Foods. Libel of Pilgrim 
Trust Co. v. The Frances C. Denehy, etc., 
Maine, 94 Fed. Supp. 807. 68 B. L. J. 585. 


§8835 Release of mortgage. 


Banker had a $1000 mortgage on Cas- 
garo’s car. Cassaro sold the car to Hil- 
liard, a used car dealer, who paid banker 
the $1000 and paid the remainder of the 
purchase price to Cassaro. Hilliard re- 
conditioned the car and resold it. He 
then learned that the car had been origin- 
ally stolen from General Petroleum. He 
then paid General Petroleum the fair 
value of the car and brought suit against 
banker for $1000. The court held in favor 
of banker on the ground that the mutual 
mistake of banker and Hilliard as to the 
ownership of the car was no ground for 
restitution of the amount paid in dis- 
charging the mortgage. Hilliard v. Bank 
of America National Trust & Savings 
Ass’n., Calif., 228 Pac. Rep. (2d) 327. 68 
B. L. J. 268. 


§887. Real estate mortgages generally. 
Purchaser obtained a deed from grantor 
giving the grantor a personal check for 
$3,150| drawn on the defendant bank. The 
purchaser at no time had sufficient funds 


' to meet the check and in fact intended to 


defraud the grantor. Having previously 
made arrangements for a mortgage, the 
purchaser then gave banker a mortgage 
on the premises and received an $1,800 
dollar credit on his account which he 
promptly withdrew. When the purchaser’s 
check was dishonored the grantor brought 
an action against the bank to declare the 
mortgage invalid. The court held the lien 
valid against the defrauded grantor since 
the bank was an innocent purchaser for 
value. Tompkins v. Rodenberger, 103 
N. Y. Supp. (2d) 368. 68 B. L. J. 327. 


§887.5 Mortgage securing future ad- 
vances. 


Real estate mortgage securing future 
advances valid where instrument evidenc- 
ing later loan recited that it was secured 
by earlier mortgage. Second National 
Bank v. Boyle et al, Ohio, 99 N. E. Rep. 
(2d). 474. 68 B. L. J. 497. 


§896. Conflict of laws. 


Banker’s right to a deficiency judgment 
is determined by the law of the state 
where the mortgaged realty was located. 
Reconstruction Finance Corp. v. Mercury 
Realty Co., Mich., 97 Fed. Supp. 491. 68 
B. L. J. 578. 


§896.2 —Right to deficiency. 

Vermont Supreme Court holds that 
taxes must be recovered by the mortgagee 
prior to foreclosure or satisfied by the 
mortgaged property at the time of fore- 
closure. <A deficiency judgment against 
the mortgagor for taxes paid on his be- 
half is not permitted where no showing 
was made that the mortgaged property 
was insufficient to pay principal, interest, 
and taxes and where the action was 
brought after the decree of foreclosure 
was final. Hewey v. Richards, Vermont, 
80 Atl. Rep. (2d) 541. 68 B. L. J. 569. 


NATIONAL BANKS 


§900. State control of national banks. 


National banks, as they use the words 
“saving” and “savings” in advertising and 
publicizing that they may receive “savings 
deposits” are exercising a power conferred 
on them by the Federal Congress which 
a state legislature may not impair. State 
of New York v. Franklin National Bank, 


= 


N. Y. Supreme Court, May 29, 1951. 68 
B. L. J. 408. 


§928. —Action in foreign state. 

The Chase National Bank was sued in 
a Chicago federal court. The plaintiff 
claimed: that the bank had waived its 
right to be sued only in New York by the 
fact that the (Chase National Bank was 
admitted to do fiduciary business in IIli- 
nois. The Court held that the bank had 
waived only its right to have suits arising 
out of its Illinois fiduciary business heard 
in the New York federal court, and there- 
fore dismissed the particular action which 
was wholly unconnected with the Chase 
National Bank’s fiduciary business in 


_Iilinois. Buffum v. Chase National Bank, 


U. S. Court of Appeals, Seventh Circuit, 
October 24, 1951. 68 B. L. J. 720. 


OFFICERS AND EMPLOYEES 
OF BANKS 


§1075. —Liability for improper loans. 
The right of a bank to sue one of its 

officers for wrongfully honoring checks 

drawn against insufficient. funds may be 


assigned to the Federal Deposit Insur- 


ance Corporation as purchaser of the un- 
acceptable assets of the insured bank. 
Federal Deposit Insurance Corp. v. Rec- 
tenwall, Indiana, 97 Fed. Supp. 273. 68 
B. L. J. 664. 


§1080. Authority of cashier. 


Where cashier of bank requested 
plumber to continue work on milk bottling 
plant in which bank held mortgage say- 
ing “. .. go ahead and complete the job, 
the bank will see that you get your 
money” cashier had apparent authority 
to make the statement and bind the bank. 


_ City National Bank & Trust Co. v. Has- 


sler, N. J., 75 Atl Rep. (2d) 546. 68 
B. L. J. 217. 


PAYMENT 


§1210. —Liability of drawee. 


Bank liable to depositor where court 
found that president of corporation by 
virtue of his office did not have authority 
to cash checks. Federal Services Finance 


- Corporation v. Bishop National Bank of 
‘ Hawaii, 190 Fed. Rep. (2d) 442. 68 


B. L. J. 665. 
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§1225. —Payment to unauthorized persons. 


Bank liable to depositor where court 
found that president of corporation by 
virtue of his office did not have author- 
ity to cash checks. Federal Services Fi- 
nance (Corporation v. Bishop National 
Bank of Hawaii, 190 Fed. Rep. (2d) 442. 
68 B. L. J. 665. 


PRESENTMENT FOR PAYMENT 


§1313. Time of presentment of demand 
notes. 


Endorser could not be charged on de- 
mand note where note was not presented 
for payment until two years after it was 
made and no payments on note had been 
made during the year preceding the date 
note was presented. Patchogue Bank v. 
Ambrose, 101 N. Y. Supp. (2d) 979. 68 
B. L. J. 241. 


§1322. Waiver of presentment. 


Endorser held bound by waiver of pro- 
test and indulgences provision on face of 
instrument. Bank of Montgomery v. 
Reeves, La. 50 So. Rep. (2d) 214. 68 
B. L. J. 197. 


PRICE CONTROL 


§1327.5 Defense Production Act of 1950. 


For a statement of status of banks un- 
der Ceiling Price Regulation 34 see 68 
B. L. J. 701. 


PROTEST 


§1345:' Written waiver. 


Endorser held bound by waiver of pro- 
test and indulgences provision on face of 
instrument. Bank of Montgomery v. 
Reeves, La.,.50 So. Rep. (2d) 214. 68 
19%. 


RECORDS OF BANK 


- §13462 Microfilms as evidence of originals. 


For discussion of 1951 federal statute 
28 U. S.C. A. § 1732(b) and law generally 
see 68 B. L. J. 730. - Be 
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§13465 —Admissibility in evidence. 

A banker could introduce in evidence a 
photostatic copy of a letter from a de- 
positor revoking an agent’s authority to 
draw checks, although it appeared that 
banker did not ordinarily make photo- 
static copies of such letters. Williams v. 
American Surety Co., Georgia, 62 S. E. 
Rep. (2d) 673. 68 B. L. J. 138. 


RESTRAINT OF TRADE 


§13475 Banking as subject to laws. 
For an article surveying the problem 


and cases on antitrust laws as they may 
affect banking, see 68 B. L. J. 685. 


SAVINGS AND LOAN ASSOCIATIONS 


§13585 Power to advertise as savings 
bank. 

National banks, as they use the words 
“saving” and “savings” in advertising and 
publicizing that they may receive “sav- 
ings deposits” are exercising a power 
conferred on them by the Federal Con- 
gress which a state legislature may not 
impair. People of State of California et 
al vy. Coast Federal Sav. & Loan Assn., 
California, 98 Fed. Supp. 311. 68 B. L. J. 
660. 


SAVINGS BANKS 


§1365. Production of pass book. 
Where under savings deposit contract, 


‘the depositor had no right to withdraw 


without preventing the book or posting 
a bond to indemnify the bank from pos- 
sible loss, the federal government could 
acquire no greater right than the deposi- 
tor, and was not entitled to attach the 
account. United States) v. Manufacturer’s 
Trust '\Co., U. S. District Court, N. Y., 
April 13, 1951. 68 B. L. J. 462. 


STATUTE OF LIMITATIONS 


§1406.5. Sovereign as holder of instru- 
ment. 

Where statute of limitations would 
have barred suit on note by original 
payee, such defense was no longer avail- 
able to the maker where payee trans- 


ferred the note to the United States of 
America. United States v. Sipler, Pa., 94 
Fed. Supp. 987. 68 B. L. J. 347. 


STOPPING PAYMENT 


§1464. —Form of notice. 


Drawer could recover damages from 
bank for honoring check after stop pay- 
ment order sufficiently identifying check 
notwithstanding misdescription in stop 
order by drawer of amount of check. 
Kentucky-Farmers Bank v. Staton, Ky., 
235 S. W. Rep. (2d) 767. 68 B. L. J. 2165. 


§1474. Liability of bank paying stopped 
check. 

Bankers stop payment order signed by 
depositor provided: “This notice ... shall 
be deemed revoked three months after 
date hereof unless renewed by similar 
notice signed by the undersigned and ac- 
tually received by you.” Twenty-seven 
months after the issuance of this stop or- 
der banker inadvertently made payment 
of the check of which payment had been 
stopped. Even though no renewal of the 
stop order had been made the court disre- 
garded the revocation provision and held 
that the check was so stale that bankers 
payment without inquiry was improper 
and that banker must restore the amount 
of the check to its depositor’s account. 
Goldberg v. Manufacturer’s Trust Co., 
102 N. Y. Supp. (2d) 144. 68 B. L. J. 266. 


Although a bank showed that prior to 
its receipt of a stop order it had received 
the check from the collecting bank, 
stamped the check paid, debited the 
drawer’s account, and mailed a remit- 
tance draft to the collecting bank it was 
held that payment had not occurred prior 
to the receipt of the stop order since, un- 
der the postal regulations, the drawee 
bank could and should have recovered the 
remittance draft from the mails. Bohlig 
v. First National Bank, Minn., 48 N. W. 
Rep. (2d) 445. 68 B. L. J. 535. 


Drawer could recover damages from 
bank for honoring check after stop pay- 
ment order sufficiently identifying check 
notwithstanding misdescription in stop 
order by drawer of amount of check. 
Kentucky-Farmers Bank v. Staton, Ky., 
235 S. W. Rep. (2d) 767. 68 B. L. J. 215. 


§1476. Right of bank to recover money 
paid on stopped check. 

The New York Supreme Court holds 

that a bank inadvertently honoring check 

after stop payment order may recover 
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the money from the payee if the payee 
knows or has reason to know that pay- 
ment had been stopped when he presents 
the check for payment or certification. 
Chase National Bank v. Battat et al., 105 
N. Y. Supp. (2d) 13. 68 B. L. J. 715. 


UNIFORM COMMERCIAL CODE 


§1562.5 Uniform Commercial Code. 

For an article discussing various 
changes in the law of commercial paper 
and bank deposit and collections, see 68 
B. L. J. 625. 


USURY 


§1565. —Transactions held not usurious. 

A sale at a Time Price to the original 
purchaser, under a conditional sale agree- 
ment providing for monthly installments 
and including charges for insurance, 
financing and other related services for 
the privilege of buying on time rather 
than by cash, is not violative of the usury 
statute. District of Columbia v. Hamilton 
National Bank, D. C., 76 Atl. Rep. (2d) 
60. 68 B. L. J. 89, 97 (cases cited). 


Usury laws limit the interest which 
may be charged for money; they do not 
concern the credit charges on an instal- 
ment plan sale. The Missouri Court of 
Appeals in so holding decided that a pur- 
chaser of a $1,351 automobile may not 
complain that he was charged an addi- 
tional $253.19 for the privilege of pur- 
chasing the car in instalments. Tracy v. 
Martin, Missouri, 239 S. W. Rep. (2d) 
667. 68 B. L. J. 667. 


A prepayment charge is not interest, 
nor ean there be any possible claim of 


usury so long as all payments do not 
aggregate a sum in excess of ‘that which 
could lawfully have been earned had the 
debt continued to its earliest maturity 
date. Feldman v. Kings Highway Sav- 
ings Bank, 102 N. Y. Supp. (2d) 306. 
68 B. L. J. 273. 


§1566—Computing on 360-day basis. 

Long custom of New Jersey bankers to 
compute interest on 360-day year was 
not usurious. Ditmars v. Camden Trust 
Co., New Jersey, 76 Atl. Rep. (2d) 280. 
68 B. L. J. 281. 


§1567.— Interest in advance. 


The State of Mississippi exempts from 
ad valorem taxes all notes and evidences 
of indebtedness bearing a rate of interest 
not greater than 6%. As permitted by 
statute a finance company charges inter- 
est on money loaned at the rate of inter- 
est of five per cent per annum for the en- 
tire period of the loan, and then aggre- 
gates the principal and interest and di- 
vides the total into monthly installments. 
Since the loan is repaid in monthly in- 
stallments, the interest yield which the 
finance company receives for the use of 
its money is in most instances more than 
six per cent. The court held that such a 
loan was exempted from tax since “rate 
of interest” as used in the statute means 
the rate which is charged for the fixed 
period of the loan and the fact that the 
principal of the loan is not enjoyed by the 
borrower throughout the period is imma- 
terial. Bailey, State Tax Collector v. 
North American Finance Co., Inc., Mis- 
sissippi, 50 So. Rep. (2d) 227. 68 B. L. J. 
725. 


§1577.—Loans by national banks. 

For a general statement of how state 
usuary laws affect national banks see 
68 B. L. J. 718. 
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